To  the  President  and  Board  of  Directors  of 
The  European  Exporters'  Association,  of  Toronto,  Limited. 


Gentlemen  : 

I  respectfully  beg  to  submit  for  the  approval  of  the  Directors  a  report  upon  the  progress  made  on 
the  lines  which  have  been  adopted  for  the  expansion  of  the  Association,  together  with  certain  proposals 
affecting  the  organization  of  the  Association  and  the  details  of  management. 

The  Association  has  an  extremely  valuable  charter  which,  as  the  law  now  stands,  cannot  be 
duplicated  in  Ontario,  unless  a  capital  of  $100,000  is  first  paid  up.  It  has  very  wide  powers,  which  can 
be  exercised  in  various  tempting  channels.  The  question  has  been  asked  "  Shall  the  Association  confine 
itself  to  one  line  of  work,  or  endeavor  to  cover  the  various  departments  which  come  within  the  scope 
of  agency?"  The  latter  course  has  been  adopted,  I  submit  wisely.  The  concentration  of  interests  is 
to-day  a  dominant  principle  in  the  business  world,  and  time  and  money  have  been  expended  in  acquir- 
ing the  necessary  prestige  in  England. 

My  first  efforts  in  conjunction  with  the  Managing  Director  were  directed  to  dividing  the  work  of 
the  Association  into  three  departments — The  European  Exporters'  Department,  The  Canadian  Exporters' 
Department  and  the  Investment  Department.  The  functions  of  each  department  are  shown  in  the 
pamphlets  just  published.  I  have  placed  the  responsibility  of  each  working  department  on  one  man  in 
the  office,  who  will  work  under  my  close  supervision. 

Possibilities  are  great,  but  the  ultimate  success  of  the  Association  depends  upon  close  attention  to 
detail,  and  the  practical  wisdom  of  the  plans  adopted.  Work  that  is  done  must  be  done  well,  and  labor 
economized.  It  is  in  this  connection  that  I  submit  for  your  consideration  certain  important  proposals 
involving,  in  some  instances,  a  change  in  the  policy  which  has  hitherto  been  adopted. 

PREFERENCE  STOCK. 

It  cannot  as  yet  be  truthfully  said  that  the  Association  is  self-supporting. 

I  estimate  the  fixed  expenses  of  the  Association  during  the  next  twelve  months  as  follows: 
Toronto  office  $4,000 ;  Montreal  office  $600 ;  London  office  $3,000  ;  Incidentals  $400. — Total  $8,000. 

The  above  estimate  of  expenses  will  doubtless  appear  very  low.  It  is  necessary  to  explain  that 
the  Managers  in  London  and  Toronto  have  each  agreed  to  accept  a  nominal  salary,  until  the  Association 
is  placed  upon  a  dividend  paying  basis,  and  Local  Agents  receive  no  salary,  being  paid  a  percentage  on 
commissions  earned  by  themselves. 

It  is  impossible  to  make  an  accurate  estimate  of  the  future  earnings  of  the  Association. 

The  annual  membership  fees  payable  to  the  Association  on  the  present  list  of  members  amount  to 
$1500.    New  members  are  being  reported  by  nearly  every  mail. 

In  the  Investment  Department  I  am  now  engaged  in  two  important  negotiations  from  which,  if  suc- 
cessful, a  considerable  revenue  will  be  obtained. 

The  revenue  which  may  be  safely  relied  upon  during  the  next  twelve  months,  from  the  European 
Exporter's  Department  and  the  Canadian  Exporter's  Department  I  place  at  $5,000.  This  is  a  very 
conservative  estimate.  I  believe  the  actual  result  will  largely  exceed  these  figures.  Receipts  from  the 
European  Exporter's  Department  are  likely  to  be  considerably  increased  when  the  London  office  is  well 
established,  and  several  matters  are  now  in  hand  which  seem  likely  to  prove  remunerative.  A  number  of 
apple  shippers  have  already  promised  to  forward  consignments  this  season  under  the  direction  of  the 
Canadian  Exporters'  Department. 

The  net  earnings  that  are  actually  in  sight  and  certain,  and  the  monies  due  and  known  to  be 
collectable,  are  not  sufficient  to  meet  current  expenses  in  Toronto,  Montreal  and  London,  for  more  than 
a  short  time.  It  will  therefore  be  necessary  to  sell  more  stock.  I  estimate  the  amount  of  money  required 
to  be  raised  to  supplement  the  earnings  of  the  Association,  until  it  is  placed  upon  a  paying  basis,  at  five 
thousand  dollars. 

I,  accordingly,  recommend  that  Preferential  Stock  be  created  under  the  Provisions  of  the  Ontario 
Companies  Act  requiring  that  a  by-law  should  be  passed  by  the  Directors  which  must  be  assented  to 


fry  shareholders  representing  three  quarters  of  the  value  of  the  stock.  And  I  recommend  that  the 
amount  be  fixed  at  $25,000,  of  which  $10,000  only  should  be  offered  for  sale  at  the  present  time.  I 
make  this  recommendation  for  the  following  reasons  . 

1.  It  was  upon  the  distinct  understanding  that  this  would  be  done  that  your  Manager  consented 
to  accept  the  position  of  Canadian  Manager  of  this  Association  last  June,  and  to  interest  his  friends  in 
England. 

2.  Common  stock  would  be  very  difficult  to  sell  to  the  public  at  the  present  time.  It  is  evident 
that  the  original  promoters  were  too  sanguine  of  speedy  success.  They  did  not  recognize  the  difficulty  of 
breaking  new  ground',  nor  the  absolute  necessity  of  having  an  efficient  Manager  in  London,  and  as  a 
consequence  insufficient  stock  was  issued  at  the  start. 

3.  It  is  important  that  the  credit  of  the  Association,  should  be  established  by  a  substantial 
deposit  as  a  Rest  in  the  Bank,  which  of  course  would  bear  interest. 

4.  Apart  from  the  financial  requirements  of  the  Association,  with  a  view  to  securing  business,  it 
is  very  desirable  that  stock  should  be  judiciously  placed  in  England  with  parties  who  may  require  the 
services  of  the  Association,  and  for  the  credit  of  the  Association  it  is  important  that  a  dividend  should 
be  paid  to  such  parties  every  half-year. 

In  my  opinion,  Preference  Stock  could  easily  be  sold,  and  it  would  be  a  safe  investment,  if  a 
sufficient  amount  is  created. 

The  fact  has  been  established  that,  with  proper  management,  a  profitable  business  can  be  done  upon 
the  lines  of  this  Association,  and  Preference  stock  in  this  Association  is  beyond  comparison  more  valuable 
than  the  stock  of  any  other  Company  that  might  be  formed  now,  to  work  on  similar  lines. 

The  actual  amount  of  cash  received  from  the  stockholders  up  to  the  present  date  amounts  tc- 
twelve  thousand  nine  hundred  dollars.  For  this  sum  the  prestige,  business  connection  and  experience 
gained  is  a  more  than  adequate  asset.  I  am  of  the  opinion  that  a  company  could  not  be  formed  de  novo- 
and  arrive  at  this  stage  without  the  expenditure  of  a  much  larger  amount. 

CANADIAN  EXPORTERS  DEPARTMENT. 

I  submit  that  the  plans  laid  down  for  the  shipment  of  produce  must  be  radically  changed.  The1 
policy  hitherto  adopted  has  apparently  been  to  secure  a  large  number  of  consignees  in  England  who  will 
pay  a  membership  fee,  and  for  the  Manager  to  go  out  into  the  country,  when  possible,  to  secure 
consignments.  We  have  now  sixty  members  who  are  British  importers,  and  expect  to  get  consignments- 
from  us.  From  a  common  sense  point  of  view,  this  would  seem  to  be  impolitic,,  although,  at  first  sight  it 
looks  attractive  from  the  standpoint  of  beneficent  public-spirit.  The  multiplying  of  Consignees  increases* 
the  receipts  from  membership  fees,  but  it  also  increases  labour  in  the  office  in  Canada  and  labor  ir» 
England,  and  it  must  produce  jealousy  and  dissatisfaction.     We  cannot  direct  consignments  to  them  all. 

On  the  other  band,  if  we  deal  with  only  one  Consignee  in  each  particular  line  of  produce  at  each- 
port,  we  can  point  out  to  consignors  that  small  shippers  canrby  co-operation  through  the  Association,, 
receive  all  the  advantages  that  can  be  generally  commanded  only  by  large  shippers  who  do  business  year 
after  year  with  one  man.  The  Association  will  control  a  large  volume  of  business,  and,  if  there  is  any 
cause  for  serious  dissatisfaction  with  the  Consignee  in  his  treatment  of  the  Association,  or  of  members  of 
the  Association,  there  will  be  no  difficulty  in  securing  another  reliable  Consignee.  Further,  by 
adopting  this  policy  the  Association  might  make  better  terms  for  a  return  commission  with  the  Con- 
signee. I  would  suggest  too,  that  arrangements  be  made  with  the  Consignee  of  each  line  of  produce  at 
each  port  to  cable  to  the  Association  every  week  a  market  report.  The  Association  can  offer  to  Con- 
signors in  Canada  to  mail  them  these  reports  as  received  on  the  payment  of  say  $5.00  a  year  in  advance. 
If  the  Consignee  were  assured  that  he  would  receive  all  our  trade  at  his  port,  he  would  probably 
do  this  without  charge.  A  considerable  profit  might  be  derived  from  this  source;  and  these  reports  would, 
serve  as  a  continuous  advertisement  of  the  Association. 

I  have  accordingly  made  the  following  arrangement,  subject  to  the  approval  of  the  Directors: 

1.  I  have  selected  one  Consignee  in  each  particular  line  at  each  port,  to  whom  alone  I  propose  to- 
make  consignments. 

2.  I  have  made  arrangements  for  one  year  with  Mr.  R.  H.  Ashton,  a  gentleman  of  experience  in  the 
work,  whereby  he  will  travel  as  the  Agent  of  the  Association  soliciting  consignments,  and  paying  his  out- 
of-pocket  expenses.    The  Association  attends  to  all  office  work.    The  net  profits  on  commissions  will  be- 


divided  equally  between  the  Association  and  Mr.  Ashton.  Mr.  Ashton  is  now  bn  the  road,  for  various 
reasons  we  can  this  year  only  deal  with  carload  shippers. 

3.  I  am  making  arrangements  on  a  commission  basis  with  local  agents  to  solicit  Manufacturers 
and  Cheesemakers.  In  most  cases  new  agents  have  to  be  appointed.  The  greatest  care  is  being  taken  to 
secure  active,  reliable  men.  I  am  suggesting  to  these  agents  the  formation  of  local  Associations  to  ship 
fruit  and  produce  through  the  Association. 

4.  I  am  also  sending  out  circular  letters  to  Manufacturers,  Apple  Shippers  and  Cheesemakers, 
which  is  resulting  in  some  promising  correspondence. 

By  shipping  to  one  Consignee  only  at  each  port  the  duties  of  the  local  agents  in  England  will  be 
lightened  considerably,  and  I  submit  that  a  new  arrangement  should  be  made  for  their  remuneration  on 
the  basis  of  fees  for  specific  services  rendered,  which  should  be  charged  to  the  Consignors. 

I  am  of  the  opinion  that  in  the  produce  trade  our  commissions  must  be  obtained  entirely  from  the 
Consignees.  We  are  competing  with  shippers  who  solicit  consignments  without  charging  the  Consignor 
any  commissions,  and  it  would  be  extremely  difficult  to  collect  commissions  from  Consignors. 

The  Managing  Director  has  secured  for  the  Association  a  general  agency  for  Canada  of  a  Marine 
Insurance  Company,  which  will  enable  us  to  make  insurances  on  consignments  made  through  the 
Association. 

A  very  paying  business  can  be  done  in  this  department.  A  good  profit  should  be  made  this 
season  and  there  are  great  possibilities. 

EUROPEAN  EXPORTERS'  DEPARTHENT. 

In  this  Department  it  is  necessary  to  provide  the  machinery  for  constant  vigilance  and  prompt 
action  when  occasion  requires,  even  though  no  services  be  actually  called  for  or  rendered.  This  involves 
a  large  amount  of  correspondence,  and  close  personal  attention.  It  is  difficult  to  arrive  at  a  minimum 
estimate  of  the  cost  of  this  machinery.    I  place  it  at  from  $3,500  to  $4,000  per  annum. 

To  put  this  department  on  a  satisfactory  basis,  this  amount  should  be  guaranteed  by  membership 
subscriptions.    The  fees  earned  for  specific  services  should  be  clear  profit. 

We  have  at  present  in  this  department  14  Class  "  A  "  subscribers  who  pay  annually  $25.50  each, 
and  150  Class  "  B  "  subscribers  who  pay  $5.10  each,  making  a  total  of  $1,122  only. 

In  consideration  of  the  membership  fee  received,  the  Association  has  been  in  the  habit  of  making 
lower  charges  for  Class  "  B  "  members  than  are  made  by  Solicitors  and  collection  agencies  in  Canada. 

With  respect  to  this  department  I  make  three  recommendations  : 

1.  That  the  membership  fees  in  each  case  be  doubled.  The  services  rendered  to  Class  "  A  "  sub- 
scribers are  worth  $50.00  a  year,  if  they  are  worth  anything  at  all.  We  might  offer  additional  services 
free.  Class  "  B  "  subscribers  would  be  willing  to  pay  two  guineas,  if  the  subscription  was  received  as  a 
guarantee  only,  and  credited  to  them  on  account  of  fees  earned  or  services  rendered.  Nothing  should  of 
course  be  done  in  this  matter  without  the  full  approval  of  the  Managing  Director  in  England,  after 
consultation  with  the  English  local  agents. 

2.  That  no  lower  fees  should  be  charged  for  making  collections  than  are  found  to  be  remunerative 
by  Solicitors  and  Collection  Agencies.  This  is  especially  necessary  when  we  remember  that  a  percentage 
of  our  fees  are  paid  to  the  English  local  agent,  and  sometimes  local  agents  have  to  be  paid  in  Canada. 

3.  That  an  active  continuous  canvass  be  made  for  members  in  England.  Our  membership  list  is 
capable  of  almost  indefinite  extension.  But  it  is  out  of  the  question  for  the  Managing  Director  to  devote  all 
his  time  to  this  work.  There  ought  to  be  a  regular  canvasser  continuously  on  the  road  paid  by  commission. 
This  work  should  not  be  difficult,  seeing  that  we  have  upon  our  Membership  list  the  cream  of  the  British 
wholesale  trade  doing  business  with  Canada.  I  have  forwarded  to  the  Managing  Director  a  proposal 
for  an  alliance  with  an  influential  newspaper  devoted  to  Canadian  interests,  which  I  have  discussed  with 
the  agent  of  the  paper  here.  If  the  arrangement  proposed  can  be  made,  it  will  provide  a  satisfactory 
machinery  for  securing  new  members,  and  at  the  same  time  give  additional  prominence  to  the  Association 

INVESTMENT  DEPARTMENT. 

This  Department  has  only  lately  been  established,  and  will  eventually  require  the  full  time  and 
attention  of  a  competent  man. 


The  Association  can  act  as  Brokers  for  the  sale  of  Canadian  Investments,  and  it  can  fulfil  practi- 
cally all  the  functions  of  a  Trust  Company. 

In  the  development  of  the  brokerage  branch  of  its  work,  I  strongly  recommend  the  judicious  plac- 
ing of  preference  stock  with  people  in  England  who  are  seeking  Canadian  investments. 

The  Association  will  thus  act  practically  as  an  agent  for  capitalists,  and  will  know  the  kind  of 
investments  that  are  sought.  With  our  numerous  local  agents  in  England  there  should  be  no  difficulty  in 
arriving  at  this  position.  When  this  becomes  known  in  Canada  the  best  investments  will  naturally  be 
brought  to  the  Association  for  sale. 

For  the  investment  of  money  on  mortgage  and  the  management  of  estates,  I  am  making  arrange- 
ments with  responsible  solicitors  in  different  localities  to  attend  to  any  local  work  that  may  be  required  by 
members  of  the  Association.  This  plan  will  greatly  economize  work  in  the  office.  The  Association  will 
receive  a  certain  percentage  of  the  fees  earned  by  the  Solicitor  from  its  members,  and  the  Association  and 
its  members  will  be  fully  protected.  The  formation  of  Provincial  Boards  to  pass  on  investments  at 
Halifax,  Montreal,  Winnipeg  and  Vancouver  is  now  occupying  my  attention. 

LONDON  OFFICE. 

The  progress  which  has  been  made  in  the  formation  of  a  strong  Advisory  Board  in  London  and 
the  establishment  of  a  London  Office  by  the  Managing  Director  to  take  the  place  of  the 
London  local  agent  has,  I  find,  already  greatly  added  to  the  reputation  of  the  Association  in  Canada. 

I  do  not  for  a  moment  doubt  that  the  result  in  profits  will  amply  justify  the  step  which  has  been 

taken. 

It  is,  in  my  opinion,  absolutely  necessary  that  there  should  be  in  London  an  active,  intelligent  man, 
fully  versed  in  Canadian  matters,  and  devoting  his  whole  time  and  attention  to  the  interests  of  the 
Association.  He  is  necessary  to  keep  the  Association  in  touch  with  members  and  to  stimulate  local 
agents.    As  a  feeder,  the  usefulness  of  this  office  is  already  becoming  evident. 

Your  obedient  servant, 

ERNEST  HEATON; — ■""*•"* 

yth  August,  1900,  Toronto.  Manager  in  Canada. 

Note. — At  a  meeting  ot  the  Directors  held  in  Toronto  on  Wednesday,  8th  August,  1900,  the  following 
resolution  was  passed  : 

Resolved,  that  the  Directors  approve  of  the  recommendation  made  by  the  Manager  in  Canada  for  the  creating 
and  issuing  of  $25,000,  preferential  stock,  and  the  arrangements  made  by  him  in  connection  with  the  Canadian 
Exporters'  Department. 
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